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Board of Directors
California Housing Finance Fund
Sacramento, California

We have audited the financial statements of the California Housing Finance Fund (the Fund), which is
administered by the California Housing Finance Agency (the Agency), a component unit of the State of
California as of and for the year ended June 30, 2019, and have issued our report thereon dated
March 27, 2020. We have previously communicated to you information about our responsibilities under
auditing standards generally accepted in the United States of America, Government Auditing
Standards, and Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), as
well as certain information related to the planned scope and timing of our audit. Professional standards
also require that we communicate to you the following information related to our audit.

Significant audit findings
Qualitative aspects of accounting practices
Accounting policies

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the Fund are described in Note 1 to the financial statements.

No new accounting policies were adopted and the application of existing policies was not changed
during fiscal year 2019.

We noted no transactions entered into by the Fund during the year for which there is a lack of
authoritative guidance or consensus. All significant transactions have been recognized in the financial
statements in the proper period.

Accounting estimates

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current events and assumptions
about future events. Certain accounting estimates are particularly sensitive because of their
significance to the financial statements and because of the possibility that future events affecting them
may differ significantly from those expected. The most sensitive estimates affecting the financial
statements were:

¢ Management's estimate of the allowance for loan losses based on management’'s knowledge
and experience about past and current events, assumptions about future events, and analysis
of the collectability. We evaluated the key factors and assumptions used to develop the
accounting for loan losses in determining that it is reasonable in relation to the financial
statements taken as a whole.

e Management's estimate of the fair value of investments and other assets is based on
management’s knowledge and experience about past and current events, assumptions about
future events and outside third parties. We evaluated the key factors and assumptions used to
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develop the fair value of investments and other assets in determining that it is reasonable in
relation to the financial statements taken as a whole.

¢ Management's estimate of the fair value of derivative instrument and evaluation of derivative
instrument effectiveness is based on management’s knowledge and experience about past and
current events, assumptions about future events and outside third parties. We evaluated the key
factors and assumptions used to develop the fair value of derivative instrument and evaluation
of derivative instrument effectiveness in determining that it is reasonable in relation to the
financial statements taken as a whole.

¢ Management's estimate of the OPEB liability is based on computations performed by outside
specialists, including actuarial computations and assumptions that were relied upon to
determine the OPEB liability. We evaluated the key factors and assumptions used to develop
the OPEB liability in determining that it is reasonable in relation to the financial statements taken
as a whole.

¢ Management's estimate of the net pension liability is based on computations performed by
outside specialists, including actuarial computations and assumptions that were relied upon. We
evaluated the key factors and assumptions used to develop the net pension liability in
determining that it is reasonable in relation to the financial statements taken as a whole.

Financial statement disclosures

Certain financial statement disclosures are particularly sensitive because of their significance to
financial statement users. There were no particularly sensitive financial statement disclosures.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties encountered in performing the audit

We encountered no significant difficulties in dealing with management in performing and completing our
audit.

Uncorrected misstatements

Professional standards require us to accumulate all misstatements identified during the audit, other
than those that are clearly trivial, and communicate them to the appropriate level of management.
Management did not identify and we did not notify them of any uncorrected financial statement
misstatements.

Corrected misstatements

Management did not identify and we did not notify them of any financial statement misstatements
detected as a result of audit procedures.

Disagreements with management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial
statements or the auditors’ report. No such disagreements arose during our audit.
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Management representations

We have requested certain representations from management that are included in the attached
management representation letter dated March 27, 2020.

Management consultations with other independent accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation
involves application of an accounting principle to the Fund’s financial statements or a determination of
the type of auditors’ opinion that may be expressed on those statements, our professional standards
require the consulting accountant to check with us to determine that the consultant has all the relevant
facts. To our knowledge, there were no such consultations with other accountants.

Significant issues discussed with management prior to engagement

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to engagement as the Fund’s auditors. However,
these discussions occurred in the normal course of our professional relationship and our responses
were not a condition to our engagement.

Other information in documents containing audited financial statements

With respect to the required supplementary information (RSI) accompanying the financial statements,
we made certain inquiries of management about the methods of preparing the RSI, including whether
the RSI has been measured and presented in accordance with prescribed guidelines, whether the
methods of measurement and preparation have been changed from the prior period and the reasons
for any such changes, and whether there were any significant assumptions or interpretations underlying
the measurement or presentation of the RSI. We compared the RSI for consistency with management’s
responses to the foregoing inquiries, the basic financial statements, and other knowledge obtained
during the audit of the basic financial statements. Because these limited procedures do not provide
sufficient evidence, we did not express an opinion or provide any assurance on the RSI.

With respect to the schedule of expenditures of federal awards (SEFA) accompanying the financial
statements, on which we were engaged to report in relation to the financial statements as a whole, we
made certain inquiries of management and evaluated the form, content, and methods of preparing the
SEFA to determine that the SEFA complies with the requirements of the Uniform Guidance, the method
of preparing it has not changed from the prior period or the reasons for such changes, and the SEFA is
appropriate and complete in relation to our audit of the financial statements. We compared and
reconciled the SEFA to the underlying accounting records used to prepare the financial statements or
to the financial statements themselves. We have issued our report thereon dated March 27, 2020.

With respect to the supplementary information accompanying the financial statements, on which we
were engaged to report in relation to the financial statements as a whole, we made certain inquiries of
management and evaluated the form, content, and methods of preparing the information to determine
that the information complies with accounting principles generally accepted in the United States of
America, the method of preparing it has not changed from the prior period or the reasons for such
changes, and the information is appropriate and complete in relation to our audit of the financial
statements. We compared and reconciled the supplementary information to the underlying accounting
records used to prepare the financial statements or to the financial statements themselves. We have
issued our report thereon dated March 27, 2020.
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30.

31,

32.

Revenues are appropriately classified in the statement of activities within program revenues, general
revenues, contributions to term or permanent endowments, or contributions to permanent fund

principal.

Interfund, internal, and intra-entity activity and balances have been appropriately classified and
reported.

Deposits and investment securities and derivative instruments are properly classified as to risk and are
properly valued and disclosed.

Capital assets, including infrastructure and intangible assets, are properly capitalized, reported, and, if
applicable, depreciated.

We have appropriately disclosed the entity’s policy regarding whether to first apply restricted or
unrestricted resources when an expense is incurred for purposes for which both restricted and
unrestricted net position is available and have determined that net position is properly recognized under

the policy.

We acknowledge our responsibility for the required supplementary information (RSI). The RSl is
measured and presented within prescribed guidelines and the methods of measurement and
presentation have not changed from those used in the prior period. We have disclosed to you any
significant assumptions and interpretations underlying the measurement and presentation of the RSI.

We acknowledge our responsibility for presenting the Combining Program Information (the
supplementary information) in accordance with U.S. GAAP, and we believe the supplementary
information, including its form and content, is fairly presented in accordance with U.S. GAAP. The
methods of measurement and presentation of the supplementary information have not changed from
those used in the prior period, and we have disclosed to you any significant assumptions or
interpretations underlying the measurement and presentation of the supplementary information. If the
supplementary information is not presented with the audited financial statements, we will make the
audited financial statements readily available to the intended users of the supplementary information
no later than the date we issue the supplementary information and the auditors’ report thereon.

With respect to federal award programs:

a. We are responsible for understanding and complying with, and have complied with the
requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance)
including requirements relating to preparation of the schedule of expenditures of federal

awards.

b. We acknowledge our responsibility for presenting the schedule of expenditures of federal
awards (SEFA) and related notes in accordance with the requirements of the Uniform Guidance,
and we believe the SEFA, including its form and content, is fairly presented in accordance with
the Uniform Guidance. The methods of measurement and presentation of the SEFA have not
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changed from those used in the prior period, and we have disclosed to you any significant
assumptions and interpretations underlying the measurement and presentation of the SEFA.

If the SEFA is not presented with the audited financial statements, we will make the audited
financial statements readily available to the intended users of the SEFA no later than the date
we issued the SEFA and the auditors’ report thereon.

We have identified and disclosed to you all of our government programs and related activities
subject to the Uniform Guidance compliance audit, and included in the SEFA expenditures made
during the audit period for all awards provided by federal agencies in the form of federal
awards, federal cost-reimbursement contracts, loans, loan guarantees, property (including
donated surplus property), cooperative agreements, interest subsidies, insurance, food
commodities, direct appropriations, and other direct assistance.

We are responsible for understanding and complying with, and have complied with, the
requirements of federal statutes, regulations, and the terms and conditions of federal awards
related to each of our federal programs and have identified and disclosed to you the
requirements of federal statutes, regulations, and the terms and conditions of federal awards
that are considered to have a direct and material effect on each major program.

We are responsible for establishing and maintaining, and have established and maintained,
effective internal control over compliance for federal programs that provides reasonable
assurance that we are managing our federal awards in compliance with federal statutes,
regulations, and the terms and conditions of federal awards that could have a material effect on
our federal programs. We believe the internal control system is adequate and is functioning as
intended.

We have made available to you all federal awards (including amendments, if any) and any other
correspondence with federal agencies or pass-through entities relevant to federal programs and

related activities.

We have received no requests from a federal agency to audit one or more specific programs as a
major program.

We have disclosed to you any communications from federal awarding agencies and pass-
through entities concerning possible noncompliance with the direct and material compliance
requirements, including communications received from the end of the period covered by the
compliance audit to the date of the auditors’ report.

We have disclosed to you the findings received and related corrective actions taken for previous
audits, attestation engagements, and internal or external monitoring that directly relate to the
objectives of the compliance audit, including findings received and corrective actions taken from
the end of the period covered by the compliance audit to the date of the auditors’ report.
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Amounts claimed or used for matching were determined in accordance with relevant guidelines
in OMB’s Uniform Guidance (2 CFR part 200, subpart E) and OMB Circular A-87, Cost Principles
State, Local, and Tribal Governments, and OMB Circular A-102 Uniform Administrative
Requirements for Grants and Cooperative Agreements to State and Local Governments.

We have disclosed to you our interpretation of compliance requirements that may have varying
interpretations.

We have made available to you all documentation related to compliance with the direct and
material compliance requirements, including information related to federal program financial
reports and claims for advances and reimbursements.

We have disclosed to you the nature of any subsequent events that provide additional evidence
about conditions that existed at the end of the reporting period affecting noncompliance during
the reporting period.

There are no known instances of noncompliance with direct and material compliance
requirements that occurred subsequent to the period covered by the auditors’ report.

We have disclosed to you whether any changes in internal control over compliance or other
factors that might significantly affect internal control, including any corrective action we have
taken regarding significant deficiencies and/or material weaknesses in internal control over
compliance, have occurred subsequent to the period covered by the auditors’ report.

Federal program financial reports and claims for advances and reimbursements are supported
by the books and records from which the basic financial statements have been prepared.

The copies of federal program financial reports provided to you are true copies of the reports
submitted, or electronically transmitted, to the respective federal agency or pass-through entity,

as applicable.

We have monitored subrecipients, as necessary, to determine that they have expended
subawards in compliance with federal statutes, regulations, and the terms and conditions of the
subaward and have met the other pass-through entity requirements of the Uniform Guidance.

We have issued management decisions for audit findings that relate to federal awards made to
subrecipients and such management decisions have been issued within six months of
acceptance of the audit report by the Federal Audit Clearinghouse. Additionally, we have
followed-up ensuring that the subrecipient has taken timely and appropriate action on all
deficiencies detected through audits, on-site reviews, and other means that pertain to the
federal award provided to the subrecipient.

We have considered the results of subrecipient audits and have made any necessary
adjustments to our books and records.

We have charged costs to federal awards in accordance with applicable cost principles.
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w. We are responsible for and have accurately prepared the summary schedule of prior audit
findings to include all findings required to be included by the Uniform Guidance, and we have
provided you with all information on the status of the follow-up on prior audit findings by
federal awarding agencies and pass-through entities, including all management decisions.

X. We are responsible for and have ensured the reporting package does not contain protected
personally identifiable information.

y. We are responsible for and have accurately prepared the auditee section of the Data Collection
Form as required by the Uniform Guidance.

z.  We are responsible for taking corrective action on each audit finding of the compliance audit
and have developed a corrective action plan that meets the requirements of the Uniform

Guidance.

aa. We have disclosed to you all contracts or other agreements with service organizations, and we
have disclosed to you all communications from the service organizations relating to
noncompliance rvice organizations.

Signature: If///g : ///
Donald Cavier

7 ‘__47——5
@7 i Title: _Comptroller

Lori Hamahashi

Title: _Chief Deputy Director

Signature:




